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I. IN1'1QX£TI<B

1. On OCtober 19, 1992, the Ccmni.ssion released a Notice of
Proposed Rulemaking in this proceeding1 proposing to correct the
misallocation of general support f~ility (GSF) investment and related
expenses among the .Part 69 cost ca~ories for local exchange carriers
(I.ECs) . Specifically, we proposed to modify section 69.307 of the

COirmission's rules by deleting the language "excluding category 1.3.,,2 In
this Order, based on the virtually unanimous suwort of carmenters, we adopt
the proposal presented in the NQtice.

II. IW:IG'OH>

. ~~ section 69.307 (b) requires the LEes to apportion GSF
.investment ··among Part 69 access categories based on investment in central
office equipnent, information origination/tennination equipnent, and. cable
and wiF facilities excluding category 1.3, which is investment in carreon
lines. This rule was adopted in 1987 as Part of the proceeding that

1 Attendnent of the Part 69 Allocation of General SUOOQrt Facility
~, Notice of Proposed Rulemaking, CC Docket No. 92-222, 7 FCC Red 7369,
7494, <JI<JI 267-69 (1992) (Notice).

2 47 C.F.R. section 69.307.

3 GSF investment includes such items as land, buildings, corrputers,
motor vehicles, and furniture that support the operations of the carrier.

4 category 1.3 is the investment in comnon lines and is defined in 47
C.F.R. section 36.154 (a) .
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confomeci the Camdssion's separations rules to its revised unifonn system of
accounts.5 The exclusion of carmon line investment fran the fonnula for
allocating GSF investment results in an under-allocation of GSF investment to
the eatm:>n line category and an over-allocation of such investment to other
access categories, including special access and switched transport. The
misallocated investments are then uied· elSE!Where in the cost allocation
process to define ~ow GSF and other expense am::>unts will be allocated among
access categories. This results in additional costs being under-allocated
to~ line and over-allocated to other access categories.

.. 3. In the special access expanded interconnection proceeciing,
several parties assert.ed that section 69. 307 ~ated. to over-allocate·· costs
to the special access category. They urged the Ccmnission to· iriStitute a
contribution Charge for recovery of this subsidy by IECs. The Ccmnission
found that the only significant non-cost-based, regulatory s\JWOrt flow
affecting special access that warranted a c~tribution charge was the over
allocation of GSF costs to special access. This misallocation leads to
excessively high IB: special access rates, with the potential to undetmirie
the developnent of ccupetition in the special access market. Instead of
establishing a contribution charge, we proposed to amend section 69 •307 to
eliminate the misallocation of GSF investment and related expenses.

III. SOIW« (F CDHHL'S

4. In response to the Not~ce, t~y-three parties filed ccmnents
and sixteen partieS filed reply carments. With one exception, all the
parties, which include ux:s, interexchangecarriers(IXCs) ,carpetitive
access providers (CAPs), and end users, suwort the camdssion's proposal to

5 AJnenciDent to Part 69 of the Ccimli,ssion's Rules cwd Regulations«

Access Charges, To GalfonD It With Part 36, Jurisdictional separations
ePPPemJPes, 2 FCC Red 6447, 6452 (1987).

6 . .. . ... ..s=, .tWl.a., 47 C.F.R. sections 69.309, 69.401 (a) (1), 69.401 (a) (2),
69.402 (b), 69.403, 69.406 (a) (1) & (7), 69.408& 69.411. GSF expenses include
tooseoperating costs associated with the GSF invest.rrent,· such as
depreciation, maintenance, and repair.

7 ~ Intercoooection with Local Telephone Cgrpany Facilities,
~rt and Order, 7 FCC Red 7437, <JI<JI 147-49 (1992) (Expanded Interconnection
~), recon., 8 FCC Red 127 (1992), pets. for recap. pending, appeal
pending sub nan. Bell Atlantic Corp. v. FCC, No. 92-1619 (D.C. Cir., filed
Nov. 25, 1992).

8 The Parties filing corrmants and replies in this proceeding are
listed in Appendix B.
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mxlify 5ectioo 69.307 Of the rules to allocate sane GSF investment and
telated~.s cotha ccmron line category.9 . '

' ..'" ..

, " , '. 5~:·.ibeee Parties' agree'.: with .the carm1ssion. that .thePieSent·,.
lea<;i$ .to an QVW-allocationof costs to access categorie$ 'O~ ~"C~
l~,includ1ng specW.acce$s aQd $Witched transport. Theyaaso'agree'~
therul~ ;~ ,is, a step in.1he right. directi.onand w.Ul pWicif 'JWi6.~
consistency in. thel0allosation proc:ec:lures, resulting in 'M()re: "¢ost'~
pricing by the ux::s.. M!S states, that the carmi.ssionshould·.···ad::JPCl. ·the·
nlle change ~the· cc:.u.ssion c:Jeter:mines that the charge 'EtedJ.o.lY
~lects ~'.q»ration .. ot market forces in a fully .calpetitive··.1IIU"l(.et.·thSn
,~ the. present . I'I,lle.11 , M:>st ·pcu;ties, however, consider this to.)_,···~'
interim~ aoo· urge the'C(mftission ~o undertake a ~ll.ve" revie\<i
of the access charge rate structure. 1 Rochester state~ that such a
.eatPrehensive review should be undertaken by the Joint Board. I. ' ,

,6. several parties state that correcting the all6CatiOft of ~ lGSI£
will redul1 the' annual costs assigned. to special ac~: ;atid';s,,!;'tChed
transport. '..' 'Using 1991' data, for, the UX:. industry, USTA est:J:matG·:;~

shifts 'to the cal'l!Q\ 1:J."rle category fran other access categories, as:follows::
$275inilli~ frarLspecial access; $492 million fran switched transport., ~342'

.. 9.. Ameritecheatnents at 2;' AT&T Cannentsat 3; Bell At:iarttd.~ ~~~
at 1;'cinc~i,Bell,CCJtmrt.nts at 2; GSf. camentsat 3-4; G'm·Cooluent:el'at:2.;,
,GvtM earments at. 1; !eli Cootnents at 2;. MFS Cc1mlents at 5; NFX'ACcJrInImts,at!2;'
NYNEX carnents at 2;.. J?a.etel carments at 2; ·~ster Caments. ,at ,2; Sl£T:.
c:aments at 1; Sprint carments at 1; JSI carments at 2;. SWST..~t~t a!'.ld;,
Teleport CQl1lleI"ltS at 2; United Ccmnents at 3; USTA eannents at i, 2; (]~ west
eaunents at 2..,3; andBellSouth~ly cannents at 3. '

10 AT&T ~ts at 4-6; Ame~itech cemnents at 2-3; G\'tIfec.m.nt~~,~t'
2; K:I carments at 2-3; NEC'A carments at 3; Pactel Coornents at 2; JSI
carments at 2; tJSTA carments at 3; Teleport carrnents at 3-4;' BeUSouth ·Reply
eannents at 1; and NI'CA Reply Cooments at 2.

11 'HE'S CoIlilelltS at 5. On March 23, 1993, WS filed·:a"p.etit.ton~
deferral of any carmission action in this proceeding until the'Q::Il'bI1car,ri6r"
Bureau carpletes its inquiry into the reasonableness of IEC special .,access
volume and term discounts. FixPaJJded Interconnection Omerj ,l,'FCC "Red at
7463, en 200. Four JECs have opposed the MFS petition.

. 12 Bell Atlantic, Ccmnents at 4; BellSouth Cooment.S: at,;); :Sprtnt
'COll1\"eI'lts at· 3;NYNEXComrents at 5; Rochester Corrrnents at 8; pacteli~S
at 5; and USTA COrrments at 3, n. 9.

13 Rochester carments at 4.
;. .-" •. '0' " .. ~,'

14 AT&T carments at 3-5; NYNEX Comnents at 2; Pactel Carments at 5;
.Rochester carrrents at 2; SNET Conrrents at 3; US west C~ts at 4; and GSA
Reply Coom:mts at 9.
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niUii~j":ti~>·····i~t'>·~t_i>i'{'~:';'~~~'1·idjff~~it""I\·i:tnt~ ..15 osing
1991 AlMIS data for Tier' 1 IJEs·· other than the P\»rto Rico 'telephone CQIp8ny
~)., AT&T estimates that OC)Bts' will be sllitted to the·~ line category
ftan. oth8r aco!SS categories as follows:. $223 million. t:tan the speCial
accesS ·cate90ry;$763million frantraff~ sensitive categories; and $4
~llion .. f~ •• t,1;Ie'. irlt~,·categl)ty.· ··.·AT&T . states that this would
.~ the subscriber line charge . (SI£)~ by only 3.6 percent, and
.itched, ,~s c:ost by less than· 0,2 percent. Bell Atlantic estimates
that. tl'le .~. i,ntQtal switcbed a.oo&$$ costs will be less than one.,.half
e"f one ....peJ;Cerit '., and. that less than fi"ie~ of' the .increase in its SIC
~.' will, "'IC<:Ine fran residential..~ single" line 'business SICs(bereinafte;->,referred to as residential SWS),.18 .

7. No party qp>ses t~tin9 the reell~~onOf GSF costs as an
exogenous .cost change under our LEe price cap rules, although loCI StgX)rts
giving theL$CS. a waiver of section 61.45(d) tlecause it believes the
Cclmdssion' '"''~~ on exogenous price cap, c:heDges do notencoopass such cost
r-.all~t,i.()fl.$..~ricecap tEes argue···.·that. rate of :return·r..s:s will be able
t~~ ~rcooroon line revenue rEq\JJ.tenent, anc:l that, unless price cap

::S::;l~:~~~~c~~=~ri~=U::~l~~~
a.r<3U8s that the camdssion Should use a unifoJ:1'A "~te Adjustment. Factor"
(lW')to adjust r.m price cap indexes and bands to ensure equitable
d,istribut±anam3I1q the various service categories of the benefits fran the
CQSt;·rea!l100ationresulting fran the rule ehange.22 MF8 argues that because
the rates >·for ·DS1 and DS3 services have been zedUced significantly since

1S UsTA Ccmnents at Attacl'l$ent 1, usinq data fran. 646 study areas.
Coopany-specific estimates in the record are generally consistent with these
xelativ'lr;'Sh1feS:,,;

16, " AT&'T< Cortl1ents at 3-4.

17 .,1d. at 6. see also EK PVte letter to Donna R. searcy, secretary,
FCC, fInn<tic:hard N. Clarke, Regulatory Policy' Analysis, Government Affairs,
AT&T"., filedoec.· '16, 1992.

r8 2811 Atlantic carmants at 3.

19 Arreritech Ccmnents at 3; Bell Atlantic;: Ccmnents at 2; BellSouth
carrtent.s .at 5; NYNEX carmmts at 2; pacte! carments at 3; swaT Cc:xments at 6;
G'l'E Cootrentsat 2; Rochester eoornents at 3; SNET Ccmnents at 3; United
Cooments at 3-4; and USTA CC>I'l'IOOI1ts at 3.

20 M:I Reply caments at 5~Q; accord BellSouth Conments at 5
(SUPPOrting a waiver of section 61.45 (d} ) •

21 Bell . Atlantic COl'l8'ents at 2; BellSouth Ccmnents at 3; NYNEX
carments at 3; and Pactel COftIItalts at 3 .

22 Teleport Conments at 3~5.
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price ¢ap,..~ation was ",inStituted tpr the' :tJt:s, tho8eservices, 00 not
recover '~" much of the GSFover-allocation as 00 other sPeCial access

".-rvices., ',",' Wi tMreforeproposes requiring unifonnadjust.nents to all
special access rate elements except the DSl and DS~ rate. elements, which it
proposes Should only be adjustie.d·ctownwatd by 70 percent of the adjustment for
other. access categories to,refJ,ect the~act ~PS1 and pS3rates have been
reduced ,'IIm'e ,than otHer, speo~lacc:esJ'rates. 4 The price cap LEes all
,OWOS:e· any, variation!f1:'antbegene7alP9J.ic~gs cq:plying to the inplementation
'of eKOgenous ,.cost changesundet:, pr1ce .caps.,

J

, 8,~;The 00 PSC, the only pat1ty apposing the rule change, argues
tbatthe,mle change would increase the SLC for District of Columbia
;ratepayers" and could have a detrimental i.rrpact onuniversal service within
the Diatrict. TheDe PSC St.a\esthat the ~rationrate in DC fell from
96.,1 percent in March 1984 'to $0.3 peroentin tereh.,.1992. The DC PSCargues
that'further ,SLCincreases ~~ll exacemate .the'significant decline in the DC

'tel'ephone:peDetration rate. ' '" In reply, several cemnenters, including LEes,
IXCSi and, end'users, argue that .there is no evidenpe t~ show a correlation
between telephone Penetration. and the rise in. SIf; r~tes. , USTA asserts that
the proposed rule change will notfrustrcite the objective of maintaining
universa1",;telephone service. fhe DC Pst ac::lvocates a contribution charge to
,recover ,the ;Ci\ler-allocation of GSF to, special access· to suwort universal
servi<:e and. 'give coopetitors .in the special access market a level playing

23<;, ,i,WSieorments at 6. ;: MFS says that the carmission stated in the
," Expanded; Ipterconnect;ion Orda,t that 'the different SPeCial ,access service
categoriesdprobably . bore 'a'diiferent level of SUWOrt of GSF costs. 7 FCC
Red at 7438, ~ 148.

24 MF5Reply Ccmrents at, 3.

25,,,: ~i'',,~, Alrerit~Reply Corrments at 4; Bell Atlantic Reply
Carments ,at ,'i.iBellSouth' Reply Corrments at 2; NYNEX Reply Corrrrents at 2;
Pactel Reply Comments at 3; SWBT Reply Ccmrents at 5-6; and us west Reply
Corrrrents at 4-5.

26 . DC PSC Corrments at 3-4.

27 Bell Atlantic Reply Corrments at 2-3; GSA Reply Cooments at 5; MFS
Reply Ccmnents at 1-2; reI Reply Conments at 5; NYNEX Reply Comnents at 3-4;
Pactel Reply Comments at 2; SWBT Reply Cc.mnentsat 2-3; and united Reply
Corrments at 2. ~ ~ AT&T Corrments at 6-7 and AT&T Reply Comments at 4
(stating" .that the Lifeline ~sistance and Link-UpA!:rerica p~ograms are
designed to relieve any effect that SLCs may have on the ability of low
income households to afford basic telephone service) .
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field. 28 No other party suworts a contribution charge as the awropriate
response to correct the misallocation of GSF investment in Section 69.307. 29

9. Parties also ack:iress the proper means of recovering the costs
reallocated to the ccmoon line category. several parties argue that the
CC:mnission should consider increasing the cap on SI.Cs to allow for the
recovery of sane of the aexiitional costs that will be shifted to the canoon
line category through hi¥r SICs rather than through an increased carrier
ccmoon line (CCL)~, which would increase the potential for bypass of
IS: switched.access . AT&T states that a small increase in the caps for
SICs .. would not have an adverse effect on telephone subscribership in the U.S.
GSA also agrees it is time for the CCIIInission to revisit . the issue of SIC
caps. teI states that it does not take a position as to an increase in the
caps for SICs but believes that the CCJmU.ssion nust consider what, if any,
changes are needed to accamK>date inc~ allocations to cannon line,
arrl/or other revenue requirement shifts. WS argues that the Ccmni.sSi~~
should not address the issue of SIC cap increases within this proceeding.
The OC PSC, NTCA, and·NRTA are owosed to an increase in the caps for SICs. 34
NYNEX proposes. that the camrlssion consider a different ccmoon line rate for

28 OC psc Cooments at 4. OC PSCalso recarmendS that the camdssion
consider allocating a portion of GSF costs to the UX::S' billing and
collection services. ]g. at 5. NYNEX argues that OC PSC's proposal was
rejected by the camdssion four years ago and that the oc PSC has offered no
new reason why the Camdssion should change its policy now. NYNEX Reply
Ccm'nents at 4.

29 GSA <:aments at 4.-5; Teleport Ccm'nents at 2; AT&T eatments at. 7;
NYNEX eatments at 6; and UIiited Reply at 3. teI argues that, if the non
cost based GSF allocation i.s eliminated, the need for a contribution element
is also eliminated. M:I carments at 2. United argues that a contribution
charge would be appropriate if thecamrlssion does not treat the cost
reallocation as exogenous for price cap LEes. United carments at 4-5.

30 mer CQttoents .at 8; NYNEX caments at 4-5; US westCooments at 5,
n. 16; GSA Reply at 7; AT&T Reply at 4; GI'E carments at 5; Cincinnati
Carments at 4; and AT&T eonments at 6-7.

31 ~.iL.9.t., Bell Atlantic Caments at 3-4; Cincinnati Cc:mnents at 4;
and NYNEX carments at 4.

32

33

teI Reply earments at 4.

MFS Reply Cacments at 2, n. 2.

34 oc PSC eotments at 2-4; NTCA Reply COn1tents at 3, n. 7; and NRTA
Reply Cacments at 1-2.
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businesses and residential custaners. 35 Other parties suggest the creation
of a public policy r~ element through which certain costs associated with
public policy ci:>jectives would he assessed on all market participants. 36

10. A:m.ad':ler of parties urge the Cc:m1dssion to irfplement the
proposed role change as soon as possible to permit IECs to reflect the
changes in their annual access tariff filings in April 1993.37 In light of
the increased access cawpetition accarpanying inplementation of. expanded
interconnection, ~itech· U9IJeS that a delay of the proposed cost
allocation changes ·WiOUld risk subjecting I.JX:s to 8' confiscato%)' "taking. "38
M::I .~ that ~iteeh's.contention was actn:essed by the CCltmission in
the Ewwx1ed Inte¢mplctioo Orner and it, does not merit" further
consideration. 39

IV. DISClESICIi

11. we aJE'lCi Section 69.307 (b) as proposed in the Notice .40 After
l:eViewing the record, we conclude that modification of section 69.307 (b) to
corz:ect the allocation of GSF investment will carplem:mt and facilitate the
achievement of several carmission goals. '!he revised role will allocate
costs anal9 service categories in a manner that will result in roore cost-

35· NYNEX argues that CAPs currently have pricing advantages that cause
the LEes to lose custaners because the CAPs are not required to serve higher
cost custaners and areas. NYNEX argues that, with an increase in the SIC
caps, LEes could coopete effectively if allowed to charge differentiated
rates for low volume residential cust<ners and high volume business custaners
while continuing to serve all residential custaners. NYNEX suggests that the
camrl.ssion grant a waiver under Section' 69.204 permitting a thirty-five cent
surcharge on the end user cc:moon line charge to achieve this balance. NYNEX
Ccmnents at 4-5.

36 .s=,~, Rochester Ccmnents at 4; SWBT Ccmnents at 8-9; and USTA
caments at,7.

37 Ameritech Ccmnents at 3; Cincinnati Ccmnents at 2; GIE Ccmnents at
3; NECA <:aments at 2-3; JSI eorrrrents at 2; Bell Atlantic Reply Ccmrents at
1; GSA Reply Conments at 6; and NTCA Reply Carments at 3.

38 Ameritech Cooments at 3.

39 M::I Reply Coorrents at 4. ~ ExPanded Interconneetion Order, 7 FCC
Red at 7477-83.

40 we ,deny WS' s request that we should hold this proceeding in
abeyance until we resolve issues it has raised concerning the awropriateness
of IEC special access volume and tem discounts. Having found in the
EXPanded Interconnection Qrder that a cost misallocation existed in our
Part 69 roles, we believe it is irrportant to take action expeditiously to
reflect our finding.
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ba$ed .. rates foraooeu .-vieee. COrnctinq these misallocations will make
access services Rk)zeetf1ciently priced, which will stimulate aet1itional
usage of the access net'NOrkby those services whose rates are lowered as a
re$1lt. As many of the cacmenters recognize, amending section 69.307 (b) will
facilitate the develcpBlt of a catpetitive local access market. It will
also reduce the possibility that false econcrnic signals will be sent to
market entrants. The modified role peImits the rates for special access and
switched. transport to be brought closer to cost by correcting the
misa1looat.;i,on of GSF invest1l8nt to non-CamMm line categories. This will
facilitate the i.nplementation of expanded interconnection for special
access,. as well as our proposal for expanded interconnection for switched
transport.

12. we believe that the costs shifted to the conmon line category
will only negligibly increase the total cost of switched access, and
therefore the rates of interstate toll cust<::lrers.· Bell Atlantic estimates
the cost of switched access in its region will increase less than one-half of
one percent .41 AT&T's COJ'lm3nts· indicate that nationwide,< total switched
access costs would increase by less than 0 .2 percent. 4..:: Approximately
three-fourths of the increase in coomon line costs arises from the shift 'of
costs from the local transport, local switching, and infonnation categories,
which are already included in the calculation of the costs of switched
access. 43 Only a small share of the costs reallocated from other access
categories would be recovered through the CCL charge.

13. The remaining costs shifted to the comnon line category will
be recovered through SICs,4/f but will have a ,minimal inpact on the multi-line
bU$inessSIC, and only a ne<]iligible effect on the residential SIC. AT&T
esti,mates that the total increase in SIC revenues from the proposed role
change would be only 3.6 percent, a figure undisputed in the record. 45 The
SIC costs will be recovered exclusively from the multi-line business SIC;
except in three jurisdictions that have residential SICs below the $3.50

1

41

42

43

Bell Atlantic CC:mnents at 3.

~ AT&T CCJ'l'I'CeI'lts at 7; accord USTA CCJ'l'I'CeI'lts at Attachment 1.

~ USTA Conments at Attachment 1; AT&T Ccmnents at 7.

44 Sections 69.501-02 of the Corrmission's roles, 47 C.F.R. sections
69.501-02, establish the procedures for splitting the cornnon line costs
between the SIC and CCL chat'ges, subject to a cap on the SLC contained in
section 69.204, 47 C.F .R. section 204. The cap for residential SICs is the
entire interstate conrnon line cost allocation or $3.50 per line, whichever is
lower, and for multi-line business custorrers is the entire interstatecomnon
line cost allocation or $6.00 per line, whichever is lower.

45 AT&T Cornrents at 7.
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~. 46 For Bell Atlantic, inc:reaBe8 in ~sidential SIC charge~ will recover
!as than 1.5 percent of the incl:eBse l.ll canoon line costs. 4 Therefore,
the increased allocation of GSF costs to cacroon line ~ces the costs to be
recovered through special access rates, which are paid largely by
businesses, and increases minimally the aroount to be recovered through the
~ti"'line business SIC, which is also paid by businesses. we continue to
believe that correcting the misallocation will significantly help the
developing canpetition in interstate access markets, and the concanitant
benefits justify the minor increases to interstate toll rates and residential
SICs.

14. The DC PSC argues that the fallin9 telephone penetration rate
in the District requires the Comnission to forego the proposed rule change.
Adopting the proposal in the Notice would, however, only increase the SIC
from $2.43 to $2.85 per line per month,48 still the lowest rate in the nation
by more than $0.60. The DC PSC has not shown that this increase in
residential SLC rates is likely to threaten universal service in the District
of Columbia. Telephone penetration rates for the District ha~9 been
extremely volatile, with no awarent relationship to any SLC changes. The
decline in telephone penetration rates in the District did not begin unt.il
after 1988, long after the initial $2.00 of the residential SLC applicable in
the District of Columbia had taken effect. 50 The national trend of increased
telephone penetration over the past decade offers strong evidence that the

46 The jurisdictions with residential SLCs below' $3.50 are: the
District of Columbia at $2.43 (Bell Atlantic); Illinois at $3.48 (Ameritech);
and Iowa at $3.33 (US west) .

47 .s= Ex parte letter to Donna R. searcy, secretary, Fa::, fran
Joseph J. Mulieri, Director, FCC Relations, Bell Atlantic, dated Mar. 30,
1993.

48 .s= Ex parte letter to Donna R. searcy, secretary, FCC, fran Joseph
J. MJlieri, Director, Fa:: Relations, Bell Atlantic, dated Mar. 30, 1993.

49 The data, which are collected three ti..Ires a year, reflect shifts in
penetration rates within a given year that indicate the sensitivity of the
.results to the sazrpling process. For example, in 1989. the March penetration
rate was 95.1 percent, but the rate dro~ to 91 percent in July and rose to
92 percent in November, with an average rate of 92.7 percent. In 1992, 88.7
percent of the householqs had telephones although 90.5 percent of the
households could be contacted by telephone. ~ Report on "Telephone
Subscribership in the U.S. fI issued by the Industry Analysis Division, COO'mon
carrier Bureau, Federal Corrmunications Comnission, Washington, D.C. 20554;
released on December 4, 1992, at 15, and lsj, released en J1pril 2, 1993, at 13).

50 The 1984 average penetration rate for the District of Colurrt>ia was
94.9 percent, and the 1988 average penetration rate was 94.6 percent. ~

Report on "Telephone Subs~ribership in the U. S." issued by Industry Analysis
Division, Corrmon carrier Bureau, Federal Cormnmications Comnission,
Washington, D.C. 20554, released on December 4, 1992, at 11, 15.
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increase in the residential SLC has not caused telephone penetration levels
to decline generally, and that it is unlikely to do so in the future. 51 The
decline in the District's telePhone penetration rate thus~ related to
factors other than the SLC.5Z- we do not believe that the cg>arently local
conditions of one jurisdiction can justify our failing to correct the
misallocation of GSF investment and related. costs as. proposed. in the Notice
when the benefits flowing fran that change are .so significant.

15. As we tentatively concluded in the Notice, a contribJtion
charge would be an inaR>rcpriate, unsatisfactory altemative to resolving the
problem of misallocated GSF costs. The institution of a contribution charge
poses several serious problems. A contribution charge, if applied only to
special access, would cure only part of the over-allocation problem and the
Ccmnission would be faced with the same issue again in conjunction with
iDplementing its expanded interconnection proposal for switched transport.
In addition, iIrposing a contribution charge would be cooplex and l:urdensane.
A continued over-allocation of costs to the special access category would
depress demand for such services, whether offered by the I.B: or an
interconnector. we therefore conclude that amending section 69.307 (b) to
correct the misa).~ocation of GSF costs will serve the public interest better
than inplementing a contribution charge.

16. we conclude that it is awropriate to allow price cap IECs to .
treat as exogenous the reallocation of costs being ordered herein, agg.
therefore to adjust their price cap indexes to reflect that reallocation.
'!be decision to reallocate the GSF costs will cause significant cost shifts
aroong the various access categories that could not be reflected in !.EX:: rates
unless exogenous treat.m3nt of the changes is pez:mitted. M:>reover, the
decision to reallocate the GSF costs lies outside the LEes' control and mg1
therefore properly be treated as exogenous under price cap regulation.

51 In mid-1985, the national telephone penetration rate stood at 91.8
percent and. increased to 93.9 percent in March 1992. .Sile Report on
ItTelephone Subscribership in the U.S. It issued by Industry Analysis Oivision,
Ccmoon carrier Bureau, Federal eatm.mications Cornnission, Washington, D.C.
20554, released on December 4, 1992, at 12, 18.

52 The FCC has adopted Lifeline and LinkUp plans to assist low incane
households .

53 several parties have sought reconsideration in the transport
proceeding of the use of the September 1, 1992, special access rates for
developing initial direct-trunked transport rates. we find. that, if the
Septerrber 1992 rates remain the rates to be used to develop the initial
direct-trunked transport rates, LEes should adjust those rates to reflect the
exogenous cost change adopted in this order.

54 We reach this conclusion under section 61.45 (d) of our rules,
pursuant to which the Contnission may permit or require exogenous cost
treatment. LEG tariff filings implementing this cost reallocation shall
contain a detailed showing justifying the reasonableness of the reallocation
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These ~s should ~ reflected in the tariffs to becane effective on July
1, 1993. The short. period fran the tine that expanded intercoIU1ectiqn
tariffs for special access interconnection are scheduled to becane effective
and. the date the rules adopted here hecate effective should not skew the
overall carpetitive market for special access to any significant degree or
cause parties to suffer any hardship.

17. section 6L4T(e) (1) of our rules requires that bancjsfor
service categOries within any price cap basket be adiusted relative to .. any
~ in the price cap index for that basket. 56 Thus, because the
exogenous cost treatment will cause the price cap indexes for the various
baskets to change, the changes to the bands for the various service
categories and subcategories within each basket will be adjusted by a
percentage am:mnt equal to the percentage adjustment to the price cap index
for that basket resulting from the exogenous change. we find that this
adequately addresses Teleport's concem that rates be adjusted equitably in
light of the cCJq:letitive circumstances in the access market, without
requiring that each rate eletrent itself be adjusted by a fixed percentage
aroount. we also find it unnecessary to require price cap IECs to reduce
their PSI and OS3 rates by a smaller percentage aroount, as proposed by ~Sj

to reflectt;.hat the rates for these services have been significantly reduced
since price cap regulation was inplernented. If the GSF adjustment had been
made before I.EC price cap regulation was adopted, LEe prices for OS1 and 003
services could have declined to the same level as permitted under this
order.

18. sane parties to this proceeding have proposed several broader
changes. These include proposals to increase the cap on the SIC charges, to
shift sane G5F costs to the billing and collection category, to create a
public poliey rate elenent for certain costs, to establish a rate
differential between business and residential CCL charges, and to conduct a
carprehensive review of access charges. Because they are clearly beyond the
scope of the Notice, which is limited to the misallocation of GSF investment
and expenses to non-ecmnon ling access service categories, we do not consider
these proposals in this Order. 7

v. PRCXEXJRAL MM."l'ERS

amount. Such a showing should reflect the 1992 ARMIS data.

55 The tariffs inplementing the rule modification adopted herein shall
be filed on 14 days notice.

56 47 C.F.R. section 61.47(e) (1).

57 we also correct in Appendix A the inadvertent alterations of
sections 69.4, 69.305, 69.306, and 69.307(a) in TranSPOrt Rate Structure and
Pricing, CC Docket No. 91-213, 7 FCC Red 7006 (1992).
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19. In the Notice in this proceeding, we certified that the
prOposed rule change would awly only to carriers providing interstate access
transmission services and that the Regulatory Flexibility Act of 1980
~~ore did not awly. Neither the Chief COunsel for Mlocacy of the small
Business Administration nor any carmenting party challenged our analysis.
carriers providing interstate access services directly subject to the rule
amendmant ..'.adopted herein do not qualify as small ooainesses since they are
dd:ninantintheir field of operatioh. . The'5eCretary shall send a copy of
this ~r:t and Order, including the certification, to the Chief Counsel for
MvOc:acy of the small Business Mninistration in accordance with paragraph
605 (b) of the Regulatory Flexibility Act, Pub. L. No. 96-354, 94 Stat. 1164,
5 U.S.C. Section 601 ~. ~.

VI. CRJERIKi CU\DSES

20. Accordingly, IT IS ORDERED, that pursuant to the authority
contained in sections 1, 4 (i) and (j), 201-205, 218, 220 &.404 of the
communications Act, 47 U.S.C. sections 151, 154(i) & (j), 201-205, 218, 220 &
404~ and section 553 of the Administrative Procedure Act, 5 U.S.C. section
553, section 69 . 307 (b) of the Corrmission's Rules is AMENDED as set forth in
Appendix A hereto.

21. IT IS FURTHER ORDERED, that the rule as arrended SHALL BE
EFFECTIVE on July 1, 1993.

22. IT IS FUR'mER ORDERED, that the Petition for deferral filed by
MFS IS DENIED to the extent it sought deferral of Coomission action in this
proceeding.

"
FEDERAL C(M.1UNICATIONS CCMofiSSION

~1~~secretary ~ -' ~.
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APPIII>IX A

AIBD&rl'S TO 'l'HE CXJE CF FlD!:RAL RlGJIATIQ6

Part 69 of Title 47, Code of Federal Regulations, is amended as follows:

Part 69 - .NXESS amIQ'.S

a. The authority citation for Part 69 continues to read as follows :

AUTHORITY: sees. 4, 201, 202, 203, 205, 218, 403, 48 Stat. 1066, 1070,
1072,1071~, 1094, as amended, 47 U.S.C. 154, 201, 202, 203, 205,218, 403.

2. seetion69.4 is emended by revising paragraph (b) (8) and adding
. 'pa:tagraPh(b)cf9) to read as follows.

§ 69.4 Charges to be filed.

* * * * *

(b) * * *
(8) Line infonnation database;

(9) Entrance facilities.

3. section 69.305 is arrended by revising paragraph (b) to read as follows:

§ 69.305 carrier cable and wire facilities (C&WF).

* * * * *

(b) carrier C&WF, other than WATS access lines, not assigned pursuant
to paragraphs (a) or (c) of this section that is used for interexchange
services that use switching facilities for origination and tennination that
are also used for local exchange telephone service shall be apportioned to
the Transport elements.

4. section 69.306 is amended by revising paragraph (c) to read as follows:

§ 69.306 central office equipment (COE)

* * * * *

(c) COE category 2 (Tandem Switching Equiprent) that is deemed to be
exchange equiprent for purposes of the Modification of Final Judgment in
United States v. Western Electric Co. shall be assigned to the tandem
switching charge·· sUbelement and the interconnection charge element. COE
category 2 which is used to provide transmission facilities between the local

13



exchange carrier's signalling transfer point and the database shall be
assigned to the Line Infontlation Datat>ase subelenent at § 69.120 (a) . All
other OOE category 2 shall be assigned to the interexchange category.

* * * * *
5. Section 69.307 is revised to read as follows:

§ 69.307 General S\JRX)rt facilities.

(a) General pw:pose ccnputer investment used in the' provision of
the Line Infonnation Database sub-element at section 69. 120 (l:) shall be
assigned to that sub-element.

(b) All other General SuR:>ort Facilities investments shall be
aR'Ortioned among the interexchange category, the billing and collection
category, and C<mnon Line, Limited Pay ,Telephone, Local Switching,
Infontlation, Transport, and Special Access elements, on the basis o~ central
Office Equipnent, Info::mation Origination/Termination Equipnent, and Cable
and Wire Facilities, cari:>ined.. '
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1. Ameritech ~rating Conpanies (Ameritech)
2. American Telepxme ani TelegJ::8Pl CcJIpany (AT&T)
3. Bell Atlantic Te1eP1one Conpani.es (Bell Atlantic)
4. BellSouth Te1ecamlJnications, Inc. (BellSouth)
5. Cincinnati Bell Telephone (Cincinnati)
6. Public Service Ccmnission of the District of Columbia (DC PSC)
7. General services Adninistration (GSA)
8 . Gl'E service COrporation (Gl'E)
9. GVNW Inc ./Managerent (GVNW)
10. leI TelecCl'llllJI'lications COt:pOration (leI)
11. MFS Ccmnunications Coopany, Inc. (loFS)
12. National Exchange carrier Association (NEC'A)
13. NYNEX Telephone CaJpanies (NYNEX)
14. Pacific Bell and Nevada Bell (Paetel)
15. Rochester Telephone Corporation (:Rochester)
16. Southern New England Telephone Coopany (SNET)
17. Sprint camunications Co. (Sprint)
18. John Staurulakis, Inc. (JSI)
19. Southwestern Bell Telephone COOpany (SWB'r)
20. Teleport CcImuni.~tionsGroup (Teleport)
21. United Tel~one Conpanies (United)
22. United States Telephone Association (US'l'A)
23. US west cemnunications, Inc. (US west)

REPLY a:HBI'J'S FUm IN lIf&I(HE TO
HJnQi (p PlQI(fMJ !IIW1Q11i

Deceltoer 21, 1992

1. Ameritech
2. AT&T
3. Bell Atlantic
4. BellSouth
5. GSA
6. M:I
7. MFS
8 . National Rural Telecan Association (NRTA)
9. National Telephone Cooperative Association (NTCA)
10. NYNEX
11. Paetel
12. swaT
13. United
14. USTA
15. US west
16. WilTel, Inc. (WilTel)
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